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A. REGISTRANT IDENTIFICATION

NAME OF BROKER DEALER:
Morgan Joseph & Co. Inc. OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) - '

FIRM ID. NO.
600 Fifth Avenue, 19" Floor

(No. and Street)
New York New York 10020-2302
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NAME AND TELEPH‘ONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Mary Louise Malanoski ’ : . (212) 218-3748

(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Eisner LLP

(Name — if individual, state last, first, middle name) )
750 Third Avenue New York New York 10017
(Address) (City) (State) (Zip Code)
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OATH OR AFFIRMATION

I, __Mary Louise Malanoski , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of Morgan Joseph &
Co. Inc. ,as of _December 31 , 2003 , are true and correct. I further swear (or affirm) that neither the’

company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

No. 01MO6076727
Qualifled In Westchester County
ommission Explres July 01, 2006

' Managing Director

Signature

ANGELA M. MOLINAS
Notary Public, State of New York ’ _
// {

C// @y Public

This report** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. .

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Repont.

(n) A repont describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

00K O OO0O0OO00OXRK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




MORGAN JOSEPH & CO. INC.
(a wholly owned subsidiary of MLGA Holdings Inc.)

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003




Eisner LLP

E!sner Accountants and Advisors

750 Third Avenue

New York, NY 10017-2703

Tel 212.949.8700 Fax 212.891.4100
www.eisnerllp.com

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Morgan Joseph & Co. Inc.
New York, New York

We have audited the accompanying statement of financial condition of Morgan Joseph & Co. Inc. (the
"Company") (a wholly-owned subsidiary of MLGA Holdings Inc.) as of December 31, 2003, that you
are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1834. This financial statement
is the responsibility of the Company’s management. Our responsibility is to express an opinion on
this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material

respects, the financial position of Morgan Joseph & Co. Inc. as of December 31, 2003, in conformity
with accounting principles generally accepted in the United States of America.

Coarar LLP

New York, New York
February 6, 2004

Independent Member of Baker Tilly International




MORGAN JOSEPH & CO. INC.

Statement of Financial Condition
December 31, 2003

ASSETS
Cash and cash equivalents $ 8,612,323
Due from broker 3,272,965
Investments at fair value 1,197,735
Accounts receivable, net 1,627,251
Deferred tax benefit 807,000
Other assets 309,735
$ 15,827,009
LIABILITIES
Payable to parent $ 2,944,494
Compensation payable 2,066,713
Deferred rent 320,757
Deferred revenue 175,000
Accounts payable and other accrued expenses 1.403.211

— 6,910,175

STOCKHOLDER’S EQUITY

Common stock, $1.00 par value; 1,000 shares authorized; 100 shares issued and outstanding 100
Paid-in capital 6,346,663
Retained earnings 2,570,071
Total stockholder’s equity 8.916.834
$ 15,827,009

See notes to statement of financial condition 2




MORGAN JOSEPH & CO. INC.

Notes to Statement of Financial Condition
December 31, 2003

NOTE A - ORGANIZATION AND BUSINESS

Morgan Joseph & Co. Inc. (the "Company"), a wholly owned subsidiary of MLGA Holdings Inc. ("Holdings" or the
"Parent"), is a broker-dealer registered with the Securities and Exchange Commission (the "SEC") and a member
of the National Association of Securities Dealers, Inc. (the "NASD"). The Company provides investment banking
services and financial advisory and capital raising services, principally related to M&A and restructuring advice
and equity and debt private placements. The Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities and, accordingly, is exempt, pursuant to
paragraph (k)(2)(i)), from the Securities and Exchange Commission ("SEC") Rule 15¢3-3. All securities
transactions are cleared through clearing brokers pursuant to a clearance agreement or a customer agreement.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

!

[2]

(31

[4]

[5]

Cash and cash equivalents:
Cash and cash equivalents consist of cash and money market funds held at major financial institutions.
Revenue recognition:

investment banking fees are recorded when the underlying transaction is consummated. Nonrefundable
retainer fees are recognized after the related services are performed or rendered. Commission income,
purchases and sales of securities and related expenses are recorded on the financial statements on a trade-
date basis.

Financial instruments:
Securities owned are valued at quoted market price.
Income taxes:

The Company’s results from operations will be included in the Parent’'s federal, state and local tax returns,
which is filed on a consolidated basis. It is the Parent's policy to allocate a provision for taxes to the
Company based on the tax that would have been determined on a separate tax return basis. Payable to the
Parent includes $2,207,000, representing the Company’s current tax provision for the year ended
December 31, 2003.

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases and for net operating loss
carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be settled or recovered.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period
that includes the enactment date. Valuation allowances are established when necessary to reduce deferred
tax assets to the amount expected to be realized.

Use of estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions in determining the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.




MORGAN JOSEPH & CO. INC.

Notes to Statement of Financial Condition

December 31, 2003

NOTE C - LEASE COMMITMENTS

The Company has a noncancelable lease for office space which expires in 2007. The annual minimum lease
payment is $254,000 and in addition, the Company is also charged escalation costs. The Company has
subleased this space {o an affiliated entity under the same terms stated in the lease agreement. The total rental
cost for the year ended December 31, 2003 was approximately $323,000, all of which was borne by the affiliated
entity.

NOTE D - INCOME TAXES

The significant components of the Company’s deferred tax asset, as of December 31, 2003, are as follows:

Deferred tax asset:

NOL carryforward $ 52,000
Deferred rent payable 145,000
Allowance for doubtful accounts 297,000
Compensation payable 354,000
848,000

Deferred tax liability:
Other 41.000
Net deferred tax asset $ 807,000

During the year, the Company utilized approximately $8,000 in net operating loss carryforwards. As of
December 31, 2003, the Company has net operating loss carryforwards of approximately $116,000 which wiil
expire in 2021. As a result of the ownership changes in 2001, use of the Company’s portion of the net operating
loss carryforwards at November 2001, is limited in accordance with Section 382 of the Internal Revenue Code.

NOTE E - RELATED PARTY TRANSACTIONS

During the period January 1, 2003 through November 30, 2003, the Company was party to a Service Agreement
(the "Agreement") made as of November 27, 2001 and amended on December 17, 2002, with Holdings.
Pursuant to the Agreement, Holdings provided all professional and administrative staff, facilities and services
necessary and appropriate for the conduct of the Company’s business and operation in exchange for a monthly
payment by the Company equal to 95% of the Net Advisory Revenue and Net Trading Income of the Company.

On December 31, 2003, in order to comply with NASD Notice to Members No. 03-63, the Company amended its
Agreement with Holdings to provide for payment of all expenses incurred by it for all professional and
administrative staff, facilities and services necessary and appropriate for the conduct of the Company’s business.

Under the Agreement, the Company occupies all of the leased space and pays all of the lease costs of a lease
expiring in 2012. At present, the Company expects to occupy this space for full term of the lease. The lease
agreement is subject to periodic escalation provisions for increases in real estate taxes and other charges. The
minimum rental commitments under the lease of the Parent are set forth below:

2004 $ 978,855
2005 977,914
2006 954,636
2007 924,300
2008 963,800
Thereafter 3,292,983

$ 8,092.488




MORGAN JOSEPH & CO. INC.

Notes to Statemeni of Financial Condition
December 31, 2003

NOTE E - RELATED PARTY TRANSACTIONS (CONTINUED)

The lease provides for a four month free rent period and a one time rent increase over the lease term. Since the
Company records rent expense on a straight-line basis, the difterence between expense and actual payments is
recorded as deferred rent.

NOTE F - NET CAPITAL REQUIREMENT

The Company is subject to the SEC Uniform Net Capital Rule 15¢3-1 which requires the maintenance of minimum
net capital and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15 times net capital. At December 31, 2003, the Company had net capital of $4,928,441 or $4,467,761 in excess
of its required net capital of $460,860. The Company's ratio of aggregate indebtedness to net capital
was 1.40to 1.

NOTE G - SUBSEQUENT EVENT

In January 2004, the Company’s existing $5 million revolving credit facility expired. The credit facility was with an
entity affiliated with its prime broker. The Company expects to enter into a similar revolving credit facility with the
same entity for a one year term in February 2004. If any amounts are borrowed under such a facility, the amount
borrowed will bear interest at a variable rate based on the federal funds rate.




